[image: image1.jpg]irm



IRM Special Interest Group
PPP/PFI

Contrasts in Risk Management

Thursday 19 February 2009, Strategic Thought, Maidenhead

Peter Robertshaw, Strategic Thought's VP Global Marketing, welcomed us to STG's offices and noted that they were now able to host meetings of this kind now following their move to new offices from Wimbledon.  Peter gave a brief introduction to STG - its customers and its main product - Active Risk Manager.  He talk about how the sophistication of the system and its associated processes enable it to deliver value to a wide range of business functions.  This is the ERM value proposition which we returned to in later discussion.

Peter then handed over to Martin Brown, himself Chief Risk Officer at STG, as well as being Head of Product Strategy, to make the main presentation.

Mark described STG's experience with PFI, which is mainly in the Defence sector where the NAO had expressed satisfaction with what had been achieved.  Generally in contracting there is a move to making risk management a contractual requirement and, in the US environment at least, paying contractors bonuses for putting arrangements in place.  He also noted the importance of risk allocation in contractual negotiations.  In some cases, again more prevalently in the US, bidders are submitting options in which the risk allocation, and hence the price, differ.

He then discussed the differences between the way in which their approach delivered value in the normal ERM environment and the PFI environment with the help of two very useful charts - see the presentation on the website.

The main PFI features were bid management, risk sharing and collaborative working generally, opportunity management, risk maturity, financial management and risk adjusted reporting.  Mark showed how the systems approach could help with all these.  For example ARM provides tools to promote working in a collaborative environment, enabling the sharing of risk registers - or shared risk registers - as well as common procedures, minutes of meetings and so on.

A key message from Mark's presentation was the importance of being a risk-mature organisation (throughout all the links of the supply chain) in order to gain the value from risk management.  Accordingly he presented some of the results of STG's assessment of risk maturity based on the HVAR-type of approach.  This included some scores developed by automated inspection of the risk databases themselves, a very interesting development.

Mark also showed how the approach could be used with stakeholders to provide confidence in the management of risk and the outcome forecasts.  For example, one chart enables lenders to see the phasing of cash drawdowns and the ranges within which they might fall.

In discussion we touched more directly on the benefits of a structured ERM approach supported by a sophisticated IT solution compared with a less structured spreadsheet approach.

Mike Walker drew everyone's attention to the forthcoming IRM risk forum and distributed a flyer, before thanking Strategic Thought Group for hosting the session and providing afternoon tea.

Responsibility for this account of the session is mine alone.  The STG presentation is on the website.
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